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Ofc. of Asst. Secy., Comm. Planning, Develop., HUD § 597.4

Subpart A—General Provisions

§ 597.1 Applicability and scope.

(a) This part establishes policies and
procedures applicable to urban Em-
powerment Zones and Enterprise Com-
munities, authorized under subchapter
U of the Internal Revenue Code of 1986,
as amended, relating to the designation
and treatment of Empowerment Zones,
Enterprise Communities and Rural De-
velopment Investment Areas.

(b) This part contains provisions re-
lating to area requirements, the nomi-
nation process for urban Empowerment
Zones and urban Enterprise Commu-
nities, and the designation and admin-
istration of these Zones and Commu-
nities by HUD. Provisions dealing with
the nomination and designation of
rural Empowerment Zones and Enter-
prise Communities will be promulgated
by the Department of Agriculture.
HUD and the Department of Agri-
culture will consult in all cases in
which nominated areas possess both
urban and rural characteristics, and
will utilize a flexible approach in deter-
mining the appropriate designation.

§ 597.2 Objective and purpose.

The purpose of this part is to provide
for the establishment of Empowerment
Zones and Enterprise Communities in
urban areas, to stimulate the creation
of new jobs, particularly for the dis-
advantaged and long-term unemployed,
and to promote revitalization of eco-
nomically distressed areas.

§ 597.3 Definitions.

The terms HUD and Secretary are de-
fined in 24 CFR part 5.

Designation means the process by
which the Secretary designates urban
areas as Empowerment Zones or Enter-
prise Communities eligible for tax in-
centives and credits established by sub-
chapter U of the Internal Revenue Code
of 1986, as amended (26 U.S.C. 1391 et
seq.) and for special consideration for
programs of Federal assistance.

Empowerment Zone means an urban
area so designated by the Secretary
pursuant to this part.

Enterprise Community means an urban
area so designated by the Secretary
pursuant to this part.

Local government means any county,
city, town, township, parish, village, or
other general purpose political subdivi-
sion of a State, and any combination of
these political subdivisions which is
recognized by the Secretary.

Nominated area means an area nomi-
nated by one or more local govern-
ments and the State or States in which
it is located for designation pursuant
to this part.

Population census tract means a cen-
sus tract, or, if census tracts are not
defined for the area, a block numbering
area.

Poverty means the number of persons
listed as being in poverty in the 1990
Decennial Census.

Revocation of designation means the
process by which the Secretary may re-
voke the designation of an urban area
as an Empowerment Zone or Enterprise
Community pursuant to § 597.403.

State means any State of the United
States.

Strategic plan means a strategy devel-
oped and agreed to by the nominating
local government(s) and State(s),
which have provided certifications of
their authority to adopt such a strat-
egy in their application for nomina-
tion, in consultation and cooperation
with the residents of the nominated
are, pursuant to the provisions of
§ 597.200(c). The plan must include writ-
ten commitments from the local gov-
ernment(s) and State(s) that they will
adhere to that strategy.

Urban area means:
(1) Any area that lies inside a Metro-

politan Area (MA), as designated by
the Office of Management and Budget;
or

(2) Any area outside an MA if the ju-
risdiction of the nominating local gov-
ernment has a population of 20,000 or
more, or documents the urban char-
acter of the area.

[60 FR 3038, Jan. 12, 1995, as amended at 61
FR 5211, Feb. 9, 1996; 63 FR 10715, Mar. 4, 1998]

§ 597.4 Secretarial review and designa-
tion.

(a) Designation. The Secretary will re-
view applications for the designation of
nominated urban areas to determine
the effectiveness of the strategic plans
submitted by nominating State and
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local government(s) in accordance with
§ 597.200(c).

(b) Period of designation. The designa-
tion of an urban area as an Empower-
ment Zone or Enterprise Community
shall remain in full effect during the
period beginning on the date of des-
ignation and ending on the earliest of:

(1) The close of the tenth calendar
year beginning on or after the date of
designation;

(2) The termination date designated
by the State and local governments in
their application for nomination; or

(3) The date the Secretary modifies
or revokes the designation, in accord-
ance with § 597.402 or 597.403.

[60 FR 3038, Jan. 12, 1995, as amended at 63
FR 10715, Mar. 4, 1998]

Subpart B—Area Requirements

§ 597.100 Eligibility requirements and
data usage.

A nominated urban area may be eli-
gible for designation pursuant to this
part only if the area:

(a) Has a maximum population which
is the lesser of:

(1) 200,000; or
(2) The greater of 50,000 or ten per-

cent of the population of the most pop-
ulous city located within the nomi-
nated area;

(b) Is one of pervasive poverty, unem-
ployment and general distress, as de-
scribed in § 597.102;

(c) Does not exceed twenty square
miles in total land area;

(d) Has a continuous boundary, or
consists of not more than three non-
contiguous parcels;

(e) Is located entirely within the ju-
risdiction of the unit or units of gen-
eral local government making the
nomination, and is located in no more
than two contiguous States; and

(f) Does not include any portion of a
central business district, as this term
is used in the most recent Census of
Retail Trade, unless the poverty rate
for each population census tract in the
district is not less than 35 percent for
an Empowerment Zone and 30 percent
for an Enterprise Community.

§ 597.101 Data utilized for eligibility
determinations.

(a) Source of data. The data to be em-
ployed in determining eligibility pur-
suant to the criteria set forth at
§ 597.102 shall be based upon the 1990 De-
cennial Census, and from information
published by the Bureau of the Census
and the Bureau of Labor Statistics.
The data shall be comparable as to
point or period of time and method-
ology employed. Specific information
on appropriate data to be submitted
will be provided in the application.

(b) Use of statistics on boundaries. The
boundary of an urban area nominated
for designation as an Empowerment
Zone or Enterprise Community must
coincide with the boundaries of census
tracts, or, where tracts are not defined,
with block numbering areas.

§ 597.102 Tests of pervasive poverty,
unemployment and general dis-
tress.

(a) Pervasive poverty. Pervasive pov-
erty shall be demonstrated by the
nominating entities by providing evi-
dence that:

(1) Poverty is widespread throughout
the nominated area; or

(2) Poverty has become entrenched or
intractable over time (through com-
parison of 1980 and 1990 census data or
other relevant evidence); or

(3) That no portion of the nominated
area contains any component areas of
an affluent character.

(b) Unemployment. Unemployment
shall be demonstrated by:

(1) Data indicating that the weighted
average rate of unemployment for the
nominated area is not less than the na-
tional average rate of unemployment;
or

(2) Evidence of especially severe eco-
nomic conditions, such as military
base or plant closings or other condi-
tions which have brought about signifi-
cant job dislocation within the nomi-
nated area.

(c) General distress. General distress
shall be evidenced by describing ad-
verse conditions within the nominated
urban area other than those of perva-
sive poverty and unemployment. A
high incidence of crime, narcotics use,
homelessness, abandoned housing, and


